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AND SUBSIDIARY COMPANIES _ 


for the six months ending 


JUNE 30, 1967 


VOT OaN Ore Zeb 


August 15th, 1967 


To the Shareholders of 
SILKNIT LIMITED: 
The Board of Directors of your Company submits below certain interim information with 


respect to the combined operations of the Company and its subsidiary Companies and of changes in 
the consolidated financial position for the six month period from January 1, 1967 to June 30, 1967. 


Results of operations for the six month period ending June 30, 1967, compared with those for 
the first six months of 1966 were as follows— 


Six months ending June 30 


1967 1966 
INTEC AS ALES oan, ace Ace SR ee ee . $4,766,425 $5,162,178 
Earnings before provision for income taxes.................. $ 161,692 $ 372,139 
Provision 1ODmncomedtaxes.. a tee eee 39,900 136,200 
Net earningcd oriie Meriod seman ete eee Se 1215792 $ 235,939 


The decreases in net sales and earnings were due to the softening in the market for textile 
products which developed in the second half of 1966 and continued into 1967. Present indications are 
that some improvement in market conditions can be expected during the second half of the year. 


Capital cost allowances to be claimed for income tax purposes in excess of the depreciation 
recorded in the accounts have reduced the provision for income taxes by $15,000. The cumulative 
amount of such tax reductions to June 30, 1967 is $176,000. The provision for income taxes has been 
further reduced by the offsetting of prior years’ losses against the taxable income of a subsidiary 
company. 


Your Company’s share of the net earnings of its associated companies (50% owned) for the six 
months ending June 30, 1967 amounts to $39,818. This has not been reflected in your Company’s 
earnings. 


Net current assets, or working capital, increased by $100,156 during the six month period ending 
June 30, 1967 to an amount of $3,360,564 at that date, as shown by the following Statement of Source 
and Application of Funds, with figures for the comparable period last year— 


Six months ending June 30 


1967 1966 
SOURCE OF FUNDs: 
Funds provided from operations— 
INGE CAG IVA O SW ey tt eet neces nace nee aN $121,792 $235,939 
Provision for depreciation... .40s0.04.4...acn 113,036 110,035 
$234,828 $346,974 
Disposal Of fixed massets.s asa ee ee 2,879 2,039 
Other aGet ire wee cadet ore ee ee at, Rae coh _ 20,391 
$237,707 $369,404 
APPLICATION OF FUNDS: 
Dividends=-€ ominon a ee $ 42,000 $ 42,000 
PrOheredan sues en wae ens ee es 6,107 6,112 
Cost of preferred shares purchased for cancel- 
Tenia einai eee et Mae Bs sent sew Ue 384 Sele 
(Aclcitions:£O NMECrassetouin. cae tem nto ee. TWAT Raye 219,449 
OUNCES OE Rated isn cen cedars eames ars Ai cae it os hay 115303 
wloneood 


Resulting in an increase in working capital of............. 
Working capitalvat beginning Of year weer 


Working capitals Jume GUS .arieuy ar cat niotinn canes 


$270,833 


$ 100,156 
3,260,408 


$ 98,571 
3,324,070 


$3,360,564 


$3,422,641 


The financial statements provided in the text of this interim report have not been examined 
by the Company’s auditors and are subject to year-end adjustments. 


ON BEHALF OF THE BOARD, 


He Beles lepine 
President. 


baiieny " 
vee Wy se ms 


(i, niet gothay ailinane Ke 


wos The 


WA cela “Ui tite 
TU diated [ 
Die A Tac Asin 
y Pan oe : OAL: “ye yy 
TOE Ot - 
aay ) ; . 
Dire faba ee 
r= a a) 4 oot — 
(Pb) gi iii Lae F } amt 
bhlay Asi 
Joann al Lioaadl vin) rratle b 
Wit DHE 
PbC1L Tait 
2 ae 
RANE i s4.NETe 
La Uae tis BLU 10 Taticjecy qtalatew wei 0 1 
Bata) BOn.GOe.) vere to gnineigod Sm iB i 
; . 
1) Swe 3 AY PUGS ge 
Wales wel tor ay wi halen mtr ak ty ipa, ba Gallia 
ati ies Wie 
| riges, Se . 
ie ; ; 
oe ae ‘ ¢ ‘ 
vik OMAGH Ter a iAH 7, inh es ee . 


jee? 


Vues oe { 
WA ialee ae 
Amwlarge 144 


(48 apy } 


i 


TOURS OaNels Ogee 


April 4th, 1968. 
To the Shareholders of 
SILKNIT LIMITED : 


The Board of Directors of your Company submits herewith the consolidated financial state- 
ments of Silknit Limited and its subsidiary companies for the year ended December 31, 1967 together 
with the report of the auditors thereon. 


The combined earnings of the companies, before provision for income taxes and before a dividend 
received from an associated company, amounted to $529,991 in 1967, an increase of $90,661 over the 
amount of $439,330 earned in the previous year. As explained by Note 2 to the consolidated financial 
statements, capital cost allowances to be claimed for tax purposes in excess of the depreciation recorded 
in the accounts in 1967 and the utilization of losses carried forward from previous years by a sub- 
sidiary company have reduced the provision for income taxes to an amount of $156,000; this compares 
with the 1966 provision of $105,000. A dividend of $25,000 was received in 1967 from an associated 
company (50% owned), so that net earnings, after provision for income taxes amounted to $398,991 
in 1967, an increase of $64,661 over the net earnings of $334,330 in 1966. 


The increase in net earnings and in sales of your Company’s products reflects the improvement 
in the market for textile products following a decline which extended over the last half of 1966 and the 
first half of 1967. This improvement in business is still being maintained; however, competition from 
imported textile products is always present and the pressure of such competition will probably ac- 
celerate as a result of the new decreases in tariffs and increasing labour costs. Although it is difficult 
at this time to foresee what the remainder of 1968 will bring, we are hopeful that satisfactory results 
of operation will be shown for the year. 


Dividends aggregating 55 cents per share, including an extra dividend of 15 cents, were paid on 
the no par value Common Shares of the Company, and regular quarterly dividends at the rate of 5% 
per annum were paid on the $40 par value Preferred Shares. During 1967, 20 of the $40 par value 
Preferred Shares were purchased for cancellation at a cost of $770. 


Net current assets, or working capital, increased by $313,540 during the year, as shown by the 


accompanying Statement of Source and Application of Funds, to an amount of $3,573,948 at December 
OL L9GT. : 


Your Directors wish to record their appreciation of the loyal services rendered throughout 
the year by the officers and employees of the Company. 


ON BEHALF OF THE BOARD, 


Hy BEES TEIN: 


President. 


PRICE WATERHOUSE & CO: 
55 YONGE STREET 


TORONTO 1 
Marcu 22, 1968. 


AUDITORS’ REPORT 


To the Shareholders of 
SLL KNIT LIVERVED*: 


We have examined the consolidated balance sheet of Silknit Limited and sub- 
sidiary companies as at December 31, 1967 and the consolidated statements of earnings, 
earned surplus, contributed surplus and source and application of funds for the year 
then ended. Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial 
position of the companies as at December 31, 1967 and the results of their operations 
and the source and application of their funds for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


PRICE WATERHOUSE & CO. 
Chartered Accountants. 
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AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS 


Year ended December 31 


1967 1966 
INKS ion SET GAG 5: ed aD aA RRB SS oA CITA Re cn A Lae wo A ss «Ao eben Coe $10,052,339 $9,976,023 
Deduct: 
Cost of merchandise sold and all expenses, except the items shown below............ 9,138,174 9,151,599 
BrOnmisiOng Ore Ce pLeCia ODE. .0:snecemman odie itn Bes Me Se ten ane ence m erat teeee ienEe ise 214,720 238,437 
TpeLeSe OllAONeCaGe DOMES. 4.carcastia renee cee eine ane rene ee ere 1,905 3,718 
Remuneration of directors and senior officers (including $75,766 paid to directors, 
A SAO So LISTS KOT 63) BA SeenON Cen ARR AMES tant LORS AMEERE rap eT ANCEIE IAAI EUR Meier eI Bootes UE 0) 167,549 142,939 


9,522,348 9,536,693 


Earnings before income taxes and dividend from associated company............ 529,991 439,330 


Pr ovistoMetoniicomertaxes: (N@EG-2)\.o..5 tessaits ois wean: conceries seruann a meee eens even cee ees eeeee 156,000 105,000 


373,991 334,330 


Dividencereceived! (rom AScOCIAted | COMMIT Ya ceo ncn. ceureceara: conor sree een eee meee et eae ener covers 25,000 “= 


Nietrear initio Or tn Cx VCAty scarier myer mene nah mee reece ar nce neem ree $ 398,991 $ 334,330 


vg 


— 
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CONSOLIDATE 


ASSETS 
December 31 
CURRENT ASSETS: 1967 1966 
Accounts receivable, less allowance for doubtful accounts. ..........:::ccceccesseeeseeereteeeees $1,870,619 $1,834,029 
Inventories of raw materials and supplies, work in process and finished stock, 
valued at, the loweror cost and vealizables valllews....-.cc tesserae een 2,947,633 3,489,691 
Premard @xyer seo 2.3...uc:causewesocss tanetoswen tris amartaseenes eeseentanetaeccia see aaecrete! sealant eae eee 20,819 42,080 
Lotal-currentassets ict. crore eee ee ee eee 4,839,071 5,365,800 
OTHER ASSETS: 
Investments in shares of associated companies, at cost (Note 1)..........ccccccseeeeeees 23,586 23,586 
@ash-surrender value Of lileunsurancess.-e ee. nae ee ee ee 133:°071 126,914 
SUCLe Vereen RR eM ahs SUA at A a: Sa OTE, Sh aT BOR SES ee endear ee een 43,871 34,882 
201,128 185,382 
FIXED ASSETS: 
Band= buildings, plant, and equipment, at: COSt.....s..+0usrrs sess ee ee 4,270,334 4,144,075 
Hess AccCUMUlated Cepreciation 4, -csipne-.sautek oA eet ea ee ee 2,897,494 2,712,466 
1,372,840 1,431,609 
On BEHALF OF THE BOARD: 
M. H. EPSTEIN, Director. 
H. B. EPSTEIN, Director. 
$6,413,039 $6,982,791 
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LANCE SHEET 


LIABILITIES 


CURRENT LIABILITIES: 


Banlkeadvances (SeCured ) nce cee: eeeeu tee athe ie ae eee ce es 
ENECOUMUES: Day A DlerANG. ACCE IAI Stas sein verte seresacereeee coe cere rare eee er ee ee 
Payable to associated company 
Income and other taxes payable 


FOOD mere ee eee ene s neers e ene eee ee eee ee rear reer eeeeeesstssns eer esesssersseysaeeeee 


Final sinking fund payment due on first mortgage bonds 


Total current liabilities 


SHAREHOLDERS’ EQUITY: 


Five per cent (5%) cumulative redeemable preferred shares: 
Authorized—25,000 shares of $40 each 
Issued—15,000 shares 
Outstanding—6,092 shares (1966—6,112 shares) 


Common shares: 
Authorized—600,000 shares without nominal or par value 
Issnedeandoutstandine--2 LO,000 shares sence cetenrtcomten tac na mrects ee aceone 


Earned surplus (of which $356,320 is designated as capital surplus in 
compliance with Section 61 of the Canada Corporations Act)...........ceeee 
SOMeriu Cec gStit pl liScasanSopver: utes es ane oe cA ance nner ae hte eiecriemen rem ee aaa 


December 31 


1967 1966 
$ 309,904 $1,100,030 
699,122 897,811 
138,820 10,927 
W277 31,922 
= 64,702 
1265123) 2105-392 
243,680 244,480 
350,000 350,000 
4,071,414 3,800,127 
482,822 482,792 
5,147,916 4,877,399 
$6,413,039 $6,982,791 
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AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNED SURPLUS 


Year ended December 31 


1967 1966 
Balancerat DeetaminevOl Var coc sesso sca: eee cose ors terre eRe a Pe eee ae $3,800,127 $3,593,521 
INet earnings’ for The Years sc.ucosversnaiiecomecceeiececesssac. Nomen marae ae are ee oe ne 398,991 334,330 

4,199,118 3,927,851 
Deduct: 
Dividends— 
Oni preferred Shares (6.0 sc iaccuaic<nse ese eee rece teem eee ee eee er 12,204 12,224 
OMsCGMiMON” SHALES. cco nvsadacdesses sans Or ee cae ee ee 115,500 115,500 
127,704 127,724 


ee ee Mae here Tey Tne rca a eN Ta Sei $4,071,414 $3,800,127 


CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 


Year ended December 31 


1967 1966 
Balance at beoinninevolsveat 4.2 ieee ai cea ohceae Pei scrote eee nee $ 482,792 $ 482,825 
Gain (loss) on preferred shares purchased for cancellation during the year..............0..... 30 (33) 
Balance at end of year 


se Gh gated cs SUOses shan) aemenc Aaeeabice cen “osoce wera er tam one tae oe eee $ 482,822 $ 482,792 
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CONSOLIDATED STATEMENT OF 
SOURCE AND APPLICATION OF FUNDS 


Year ended December 31 


1967 1966 
SOURCE OF FUNDs: 
Funds provided from operations— 
Bie tet nities fair Ceveres 2.2. Sue a Pk od 0 ele a $ 398,991 $ 334,330 
Benin iat CC PEC TATION 5B tO ao tie Ap, Se ey cs 214,720 238,437 
613,711 572,767 
APPLICATION OF FUNDs: 
pier teierindee A eset tag re ee Re eee eee 115,500 115,500 
Peretti to TER AEIS J OAE>, SPO PET ROR ESS £ IPOS ANN ee nO, 12,204 12,224 
Cost of preferred shares purchased for cancellation ...00..00-0.0.c.ccccccecceseceseeeeceeeeeeescceeee 770 3,213 
PMMMESING MS Bet aS Es HCE) 3303 e se aie FRc PN en me ee 155,951 455,219 
Sinking fund requirement on first mortgage DONS ...2..-......ccecccccccecccesesseseseeceeeeeceeees — 64,702 
Be Be eT ce is Sl fe ise I dean LTR he 15,746 (14,489 
300,171 636,429 
Resulting in an increase (decrease) in working capital Of -.........cccccccccccccseseseeseceseseeeeesee-n. 313,540 (63,662) 
Weekes eapial a0 bernie or yeal. 0 2 ee eg 3,260,408 3,324,070 


Wosking Capital termi iat yea. ke $3,573,948 $3,260,408 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1967 


1. INVESTMENT IN SHARES OF ASSOCIATED COMPANIES: 


The Company’s share of net earnings of its associated companies (50% owned) for the year ended 
December 31, 1967 amounted to $128,373 (1966—$91,225) including $50,000 as its share of an 
extraordinary income item in 1967. These earnings are reflected in the attached accounts only 
to the extent of dividends received. The book value of the net assets attributable to the invest- 


ment in shares of associated companies at December 31, 1967 amounted to $732,273 (1966— 
$628,900). 


2. INCOME TAXES: 


Capital cost allowances to be claimed for tax purposes by the parent company in excess of depreci- 
ation recorded in its accounts have reduced the provision for income taxes by $48,000 (1966— 


$75,000). The cumulative amount of such tax reductions applicable to the parent company is 
$209,000. 


In addition taxable income on a consolidated basis was further reduced as a result of the utilization 
of losses being carried forward by one of the subsidiary companies and by claiming as capital 
cost allowance amounts previously recorded as depreciation by that subsidiary but not claimed 
for tax purposes. Approximately $375,000 of capital cost allowance previously recorded as 
depreciation by the subsidiary remains to be claimed for tax purposes in future years. 


The amount available to be claimed by the subsidiary approximately offsets the extra amounts 
claimed by the parent as described above with the result that, assuming the subsidiary’s operation 
continues profitably, the effect on future tax provisions on a consolidated basis will be immaterial. 


SIU NA bso. EE D 


OFFICERS AND DIRECTORS 


Na PSTBhINe ce Chairman of the Board and Director 
Hs Be EPSTEIN Gtr artcn errant eee aes President and Director 
Hith? BURGESS 22 rer cetacean Secretary and Director 
WC ROMP TON seer eee eo een ie gre Rte tien een enc Treasurer 
(Bog [ie Le RUAN BAUM mcrae ae ie meter eater tts een ee an eas ecsee rns eas Director 
PEG VECMITUAIAN Seeeere tee asec eo erent sa hea eae nig ter eee aaes cs Director 
WESEROGBIRS a cpsctesase tue ect tee i Pores tet omk a eran ase ayrctame cots ORES 
CW SD)UMAS Satire cence ruenen tere ice sete tescassteiacee nar eceon ees Director 
TSAR UNASD Ist e eeteare ec ect ape epee noLe oe ote Shasta Director 


NIRS eANNE EGPS TING tree cee ec eet ee ae eee Director 
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